This study examines recent trends and factors in school dropout at the upper secondary education level across Latin America. The methodology employs repeated cross sections of data to track the life cycle path of cohorts of individuals in 18 countries. A key finding is that while upper secondary enrollment rates increased in the region, dropout has remained persistently high, despite relatively favorable macroeconomic conditions. To explain dropout trends, the study examines the impact of three groups of factors: (i) shifts in the cohort size and socioeconomic composition of the population eligible for entering upper secondary; (b) the macroeconomic environment and labor market opportunities; and (c) the returns to schooling. We show that an important factor in persistently high dropout rates has been the higher numbers of students from poor socioeconomic backgrounds reaching upper secondary. In addition, high returns to education have been a pull factor into schooling, while, especially in countries where the majority of youth dropout prior to upper secondary, the data confirm an apparent substitution effect due to the opportunity cost of forgoing employment opportunities. The findings confirm the growing policy focus on upper secondary across Latin America and suggest implications for the policy agenda.
Introduction
Across Latin America (LA), the greatest dropout rates in education systems occur at Upper Secondary Education (USE). Around one in every three youth in the region do not reach this level at all, and about 45 percent of those that enter USE do not graduate (Székely & Karver, 2014) . While policy makers prioritized expanding coverage of primary and Lower Secondary (LS) schooling during most of the 20 th century, they are now turning to USE, where low enrollment, retention and graduation rates are growing concerns. Along with the issue of low basic education quality, this seems to be the region's major educational challenge at the outset of the 21 st century (Note 1).
Having large numbers of adolescents out of school has important consequences. Early dropout limits the skill sets of new generations entering the work force, which affects both a country's current productivity levels and future capacity for facing later phases of the demographic transition when dependency rates rise. In addition, USE age adolescents are exposed to a series of risks that are more difficult to address when populations are out of school (Note 2). Furthermore, during adolescence an individual's personality aspects (including planning, and organizational and decision making capabilities, among others) are still developing, so exiting the school environment prematurely can hinder the process (Note 3).
Since each country uses different years, formats, computing codes, questionnaires and definitions, we standardize relevant indicators and produce a comparable data set within countries, and across countries and years. Our homogenization process considers each country's different age requirements for attending each education level and we follow UNESCO's ICSED 1997 classification, when available (Note 12). Most countries organize their education system in five levels: pre-primary, primary, LS, USE, and HE-some countries like Peru do not distinguish between lower and upper secondary. We find that the greatest variety in arrangements is precisely for USE (See Appendix Table A .2). Official USE attendance ages are from 15 to 17 in 9 of the 18 countries analyzed, with a typical duration of 3 years and early graduation options in some cases. In Colombia and Peru, entry is also at age 15, but with a shorter duration of 2 years. In Bolivia, Chile, and the Dominican Republic USE lasts 3 years, but has an earlier entry (age 14). The oldest entry ages are at 16, with duration of 2-3 years. Uniquely, in Brazil USE starts at age 15 but lasts 4 years. Through our standardization process we adjust the information to define the age at which adolescents are expected to be enrolled in USE.
The micro data also permit us to address how enrollment and graduation rates are defined. As illustrated by Heckman and Laffontaine (2007) and Murane (2013) , these variables can vary considerably. For our purposes, we are able to be totally explicit about the different definitions that are used and use only those that are comparable across countries and over time.
General Stylized Facts Emerging from the Data
Our synthetic panel illustrates the average evolution of school enrollment patterns for four different generations over time in LA (Figure 1 ). The 15 years spanned include USE age entrants around 1995 to entrants around 2010 (Note 13). Some youth are shown during their full schooling trajectory (in the middle two lines), while others are observed during the first or last segments. Our dynamic analytical approach follows the same group of individuals over time, rather than snapshots of different generations observed only at a particular age, as in other studies. The first generation included (Cohort 1), was born between 1979 and 1981 and reached primary age around 1985 -1987 and average USE age between 1994 . Cohort 2 is observed at USE age 5 years later between 1999 and 2001, while Cohorts 3 and 4 are observed also at 5 year intervals at USE age during 2004-2006 and 2009-2011, respectively. The data illustrate that 56 percent of individuals in Cohort 1 were enrolled in school at age 15, versus 83 percent for Cohort 4. This shows that a higher proportion of youth remain in school at USE entry age in LA during the 2010s as compared to generations entering this age around 1995. In addition, 70 percent of Cohort 4 remains in school at USE exit (age 17), considerably higher than the 46 percent for Cohort 1. This reveals a considerable expansion in education coverage for adolescents across the region during these years.
When comparing transitions from LS to USE, however, the panel approach, which offers an additional view on each cohort's dynamics (equivalent to the slope of each curve), reveals little progress. Here we compare the exit rate from schooling across different ages for each generation. For Cohort 1, the percent still in school is 72 percent at LS entry (12-13 years of age), and drops to 46 percent at the USE exit age of 17-a decline of 26 percentage points. For Cohort 4, this same drop is from 93 percent to 70 percent, implying a reduction of 23 points, similar to the decline for Cohort 1. The difference is that a significantly higher proportion of youth remain in school at age 12-with an increase of practically 20 percentage points in attendance rates. Therefore, we find little progress in reducing drop out during the years under analysis-in both cases, practically 1 out of every 4 youth drop out between LS entry and USE exit age. Comparison with Cohorts 2 and 3 is also of interest and suggests that while USE enrollment rates increased between the mid-1990s and 2000, USE dropout rates also increased during this period.
The focus of the present analysis is precisely on examining why, in spite of the increased enrollment, dropout rates from the schooling system remain between 23 and 26 percentage points when individuals transition from LS to USE, and during USE. More precisely, the objective is to understand why dropout rates at USE age actually increase. Between Cohorts 1 and 4 we find that the dropout rate between ages 12 and 14 declines by 11 and 7 points, respectively; dropout during the transition from LS exit to USE entry is reduced from 5 to 3 points between Cohorts 1 and 4; but the dropout rate between ages 15 and 17 increases from 10 to 13 points between cohorts ( Figure 1 ). Figure 2 presents the average enrollment rates for individuals at USE age. While the increase in total enrollment is still apparent, there is a considerable share of USE aged youth enrolled in LS or primary throughout the period. Additionally, only a small decline in such attendance from 27 to 25 percent is observed from Cohort 1 to Cohort 4. The persistently high over-age rates might be one of the factors behind the considerable drop out observed. Examining trajectories by gender we find that while females' school enrollment rates were below those observed for males at ages 12 to 17 for Cohort 1, in the case of Cohort 4, this is reversed (Figure 3 ). This finding is consistent with the expansion of education coverage for females in most LA countries since the end of the 1990s. As in the case of the overall population, the most salient feature is that the slope of the curves after age 12 remains similar for both cohorts for both genders, confirming persistently high dropout rates at USE ages during the course of 15 years. The results show slight decreases in dropout rates during LS ages and at the transition between LS and USE ages, as in Figure 1 , but the small increases in drop out at USE cancel them out. 
Age, Cohort and Time Effects for Secondary School Enrollment
We construct 144 cohort trajectories for the 18 countries included in our data base, and each cohort is observed at different lengths during different years (depending on the surveys available). Our data base includes observations starting in 1980. The oldest cohorts for whom a full school age trajectory can be followed are born in 1974-1976 and can be observed until they are about 34 to 36 years old. Cohorts born during the 9 previous years are observed first in 1980 when they are already of late primary or LS age and we can trace their education choices from the ages of 15-17 onwards (Note 14). The youngest cohorts in our analysis are born between 1994 and 1996 and were expected to enter primary during 2000-2002. We can follow them up to the age of expected USE attendance, around 9 years later. The cohort trajectories constructed with our data reveal that school enrollment rates decline fastest in a critical period between ages 15 and 20, where attendance rates drop from around 80 to 40 percent (Figure 4 ). Figure 4 reveals several sources of variation. The first is "cohort effects", which reflect different structural conditions for different generations. For the cohorts that start being observed around age 12, generations show significantly lower attendance levels of around 70 percent compared to the group with the highest rates of about 90 percent. The change in attendance levels between the school attendance trajectories in Cohorts 1-4 would belong to these types of effects, which tend to apply to all individuals in one cohort as compared to another (Figures 1 and 3 ).
The second is variations along the life cycle of each cohort. The declining trend in school attendance that is observed as all cohorts age is normally classified as an "age effect". The inverted "u" shape patterns in school attendance observed are a good illustration of this.
A third source of variation is "time effects", which correspond to shocks that can affect school attendance choices irrespective of an individual's age or cohort. An economic crisis or natural disaster that alters the expected age pattern of school attendance for all cohorts in a country would be examples. These effects, however, are not immediately apparent in our data.
Several authors have attempted to identify the aforementioned age, cohort, and time effects separately for analysis of saving over the life cycle (Note 15). Following Székely and Karver (2014), we adapt this approach to identify patterns of time-use choices, and in particular, school attendance trajectories among youth. Estimating these effects is simpler than in the case of household savings since the indicators are binary rather than continuous, and they follow a different (and less complex) underlying investment model. For example, while savings may fluctuate greatly throughout the life cycle, the decision of when to leave school usually occurs before age 25 (Note 16).
Age, cohort and time effects for school enrollment at the regional level are examined in Figure Vol. 6, No. 4; 
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Magnitudes of School Dropout
To compare the evolution during the 2000s, we focus on individuals in Cohort 2 that were at USE age around the years 1999-2001 and Cohort 4 that were at USE age by 2009-2011 (See Appendix Tables A.3 and A.4) . For each country, we identify the official entry and exit ages for LS and USE in order to make relevant comparisons. In the case of LS age, with the exception of Bolivia, there is an important decline in school dropout across the region between Cohorts 2 and 4 (Table 1, columns 1 to 3). On average, for the region as a whole, dropout at LS ages declines by 8 points during this period. However, in the case of school attendance during USE age the opposite pattern is observed (Table 1 , columns 4 to 6).
For a majority of countries in the region dropout at USE age increased, and in only 3 out of 18 is there a significant reduction. This is the main stylized fact to be explored in the following sections, and is of even greater interest in light of the positive macroeconomic environment observed during these years.
Columns 7-10 in the Table summarize dropout rates for the full secondary cycle. The main result is that in all countries, except Guatemala, the decline in dropout at LS cancels out the increase during USE, resulting in lower dropout rates overall. At the regional level, the reduction by 8 points at LS age, combined with no change for USE age, results in an overall 8 percent decline.
Patterns of Dropout across LA
The information on school trajectories can be used to verify the point at which dropout takes place by comparing school attendance for each cohort observed at different ages (See Appendix Tables A.3 and A .4) . This is of interest since the policy approach for increasing school attendance in countries where youth leave school more prematurely is not necessarily the same as that for addressing school exit at later stages.
Our main finding is that the relative importance of dropout during LS age declined from 38 to 25 percent during the 2000s, while the relative share of USE age dropout increased from 43 to 58 percent-dropout in transition between LS and USE remained fairly stable between 17 and 19 percent. This confirms recent concerns about the USE level throughout the region (Table 2) . Using these differences as reference we divide countries into three groups by using data from Cohort 4 (cutoffs are set by identifying concentrations of countries around similar patterns). A similar pattern emerges when using Cohort 3.
Honduras, Colombia, Peru, Guatemala, Nicaragua and Costa Rica are classified as countries with early dropout, since they present the largest shares of individuals that exit school during LS ages (reaching levels between 32 and 45 percent), while relatively lower proportions of all dropout occurs during USE age. Bolivia, El Salvador, Venezuela and Mexico are classified as countries with significant dropout in transition from LS to USE ages. In these cases, a typically high proportions of between one fourth and one third of all dropout occurs as individuals evolve from LS exit age to USE entry age-Peru also shows high proportions of dropout in transition, however, the proportion observed in the LS stage is even greater so it is classified as "early dropout". Finally, the remaining countries, where most of the dropout rate is observed during USE age, are classified as late dropout. In these countries on average 70 percent of those exiting school do so at USE age.
By examining cohort trajectories using these classifications, several interesting comparisons emerge ( Figure 6 ) with respect to: (i) Age effects (Panel A): countries with early dropout generally have the lowest attendance rates at all ages, followed by those classified as having high shares of dropout in transition. Additionally, higher proportions remain in school to around age 25 in the late drop out group. (ii) Cohort effects (Panel B): there is a more pronounced positive trend for countries in the early dropout group, especially for cohorts born around 1985, and for countries with high shares of dropout in transition. For late dropout countries, cohort effects are much more modest, which suggests a generational convergence in school enrollment across the region. (iii) Time effects, while at the regional level these effects are not apparent ( Figure 5 ) for the early dropout countries, there is an important negative time effect in years before 2000 ( Figure 6 , Panel C). In general these countries register lower incomes, so negative macroeconomic conditions such as those during the late 1980s and 1990s could lead to pressing demands to reallocate resources to short term priorities, and away from longer-term investments in human capital and schooling. 
Factors Associated with School Dropout
Most of the discussion on the economic determinants of school enrollment has evolved around the human capital investment framework developed by Becker (1975) (Note 17) . Within this framework schooling (and other human capital) investments are made until the private marginal benefit-which depends on the expected private gains (e.g., in wages/salaries in labor markets, employment possibilities, access to higher quality jobs)-of the investment equals its private marginal costs, which include both the resources required for accessing the service (including transport, materials, tuition, etc.) and the opportunity cost of the time in school (Note 18).
In the presence of credit constraints and imperfect insurance markets the investment decision will be restricted by family preferences, characteristics, current resources, and endowments through at least two channels. One is a direct effect that acts through limiting and making access to the resources needed for financing the private costs of schooling more costly, which implies that the poorer the household, the lower the investment in the human capital of its members even in the presence of high potential returns. Another includes indirect mechanisms that alter the marginal costs and benefits, such as higher levels of risk aversion, scarcer information on labor market opportunities and schooling returns, insufficient coping mechanisms for unexpected shocks, and even higher discount rates, that characterize lower income households (Note 19). Additionally, family characteristics, resources and endowments will interact with the household's external environment to determine the final outcome in terms of schooling investments.
The present study focuses on verifying the influence of three groups of variables that could help explain the increase in dropout at USE attendance age in the region. We examine the evolution of: i) cohort size and cohort composition, ii) income and labor market conditions, and iii) returns to schooling in the region.
Cohort Size and Composition
First, we verify the extent to which increased primary and LS graduation rates and the influx of previously excluded low income groups generate demand pressures that current USE systems have not been able to adequately absorb (Note 20) . If the poor are more prone to drop out from school, their increase as a share of new entrants into USE could translate into higher dropout in those countries showing late drop out. In addition, the demographic shift that most LA countries have experienced since the 1990s has generated the largest numbers of youth of USE age ever observed, although with decreasing trends in recent years (Note 21).
An important shift is the composition of the population in the schooling system. If income and human capital investment are positively correlated, increases in the population attending school will most likely result in the entry of the lower income groups previously excluded. The composition effect influences overall school dropout rates by increasing the proportion of youth that are exposed to risks related to adolescence and unexpected income shocks, and that live in households with fewer means to address them. Furthermore, as explained by Murane (2013), lower incomes are usually associated with higher rates of time preference, and therefore, lower incentives to invest in longer term ventures such as the accumulation of human capital.
Income and Labor Market Conditions
As for the macroeconomic environment, at least two aspects are likely to influence school attendance decisions at USE ages, including the greater income growth rates and higher economic stability during the 2000s. On one hand, higher income and wage levels would be expected to increase household resources for investing in human capital, leading to greater school enrollment (a positive income effect). On the other, the same factor can generate incentives for leaving school before completing USE by increasing the opportunity cost for youth of staying in school (a substitution effect).
Furthermore, if households are risk adverse and find restrictions to insure, greater uncertainty reduces their private marginal benefits in utility terms. When physical capital assets can be used as a buffer, individuals may be able to protect long-term investments in schooling. But in their absence, the reallocation of household resources may lead to reduced schooling investment. These reductions or interruptions in schooling affect subsequent attainment, because as a child ages the opportunity cost of not working generally increases. As such, even temporary shocks can have long lasting effects. Also, children behind their peers in grade achievement may become discouraged and drop out, and high transaction costs of entering and exiting schooling may preclude or delay re-entry of dropouts. Therefore, the more stable macro environment would be expected to positively affect school enrollment (Note 22).
With respect to the labor market, there are at least two direct channels through which conditions could influence school enrollment decisions. First, relevant wage levels can cause two types of reactions: i) if the reference wage for USE age youth -the wages to which close age groups have access-increases, so do the opportunity costs of remaining in school and incentives for substituting school time for paid work (negatively affecting school attendance), and ii) higher wages also imply greater household resources, which have a positive income effect on enrollment. The size of both effects in the same household will depend on characteristics and preferences shaped by socioeconomic status, cultural patterns, and expected probabilities of graduation (Note 23). Second, the probability of accessing the prevalent market wage will depend on employment opportunities. In a tight labor market with high unemployment and low employment generation, the opportunity cost of remaining in school will be lower, leading to smaller substitution and income effects. Similarly, more stable or higher quality jobs will increase the opportunity cost of remaining in school, but can also make income effects stronger, with an ambiguous final effect.
Returns to Schooling
Related to the macroeconomic and labor market conditions, a factor that is expected to affect household schooling investment decisions through its effects over the opportunity cost of time, is the returns to education, which are normally regarded as a measure of the extent to which the labor market values different types of skills at different times (Note 24). We expect here that higher perceived long-term returns would be associated with higher school enrollment rates, and vice versa.
It is important to stress, however, that returns to education do not only reflect school quality but also depend on context. In particular, factor endowments determine production structures and therefore the demand for different skill types, which can alter the returns to education and the incentives to invest in it. Substantial natural resources, for example, are thought to lead to production structures in which returns to broad education are limited, while the returns to some forms of specialized technical education (e.g., mining, engineering) may be high. Furthermore, as noted by Spilimbergo, Londoño and Székely (1999) , the rewards to education are also affected by the extent of a country's exposure to international trade. For example, trade openness, which generally involves more rapid changes in technology and capital, may have positive effects on education returns and incentives to acquire education (Rosenzweig, 1990; Foster & Rosenzweig, 2004) .
Relevance of the Different Factors
This section presents our findings on the different forces discussed in the prior section. To empirically explore the magnitude and direction of these forces, we exploit the same synthetic panel of household survey data, from which we follow cohort trajectories over time and link them (?) with data on variables representing the environment in which school enrollment decisions were made.
We start from the basic idea that the relation between the share of youth enrolled in school and the factors that determine it can be expressed as:
where Y represents the outcome of interest for each cohort c in country j at time t (the proportion of enrolled youth), which is a function of demographic (D), macroeconomic (M), labor market (L) factors and of the returns to schooling (R). Equation (1) can be modified as a function of lagged variables, so our estimation is:
where for notational simplification β i represents kx1 parameters of interest, and D jt, M jt,, L jt and R jt represent vectors of demographic, macroeconomic, labor market, and education returns at the country-year level, respectively, and ε is the error term with E(ε cjt |D jt ,M jt ,L jt ,R jt ) = E(ε cjt ) = 0.
Since our interest is in identifying the variables associated with changes in school enrollment (E) decisions along the life cycle, the outcome of interest is:
That is, our dependent variable is equal to the absolute change in the proportion of youth enrolled in cohort c in time t compared to the proportion in the same cohort at the previous age bracket in t-1, so:
where ∆ presents the absolute change and ∆D jt = D jt -D j,t1 and so on. Specifically, for all variables we follow each cohort in its transit from USE entry to USE exit ages in each country. The typical pattern corresponds to cohorts evolving from the 12-14 to the 15-17 age bracket, although the specific ages are adjusted to match each country's official ages. This allows similar examinations of the school enrollment dynamics for each cohort as it occurs along the life cycle.
To verify the influence of demographic, macroeconomic, labor market factors and schooling returns over the share of individuals in a given cohort dropping out of school at critical ages, we estimate equation (4) by pooling all cohort trajectories for all countries and survey years in our data base. The dependent variable is the change in the share of individuals enrolled in school in each cohort at each spell-depending on the country and survey year-and is linked with a series of independent variables obtained from different sources for the same period.
To account for differences in cohort sizes over time, we consider the fertility rate at each cohort's year of birth. To account for cohort composition effects we compute the proportion of individuals in the lower 40 percent of the income distribution that attended LS at the official LS age in each cohort. To avoid endogeneity with the dependent variable-which includes the same cohort of reference in its measurement-we instrument this variable by using the lagged value of the same variable, which refers to an earlier cohort. For the macroeconomic environment, we use the growth rate of GDP per capita and the inflation rate, from the World Development Indicators.
The rest of the variables are obtained directly from our household survey database. To characterize labor market dynamics we compute the average wage and the proportion of individuals that are employed under a remunerated activity, for individuals in the 25-45 age brackets in each country and year. These age groups are above the USE ages considered in the dependent variable and so can be considered as exogenous. Returns to schooling are estimated for the population aged 25-55 in each case, which also avoids potential endogeneity.
Our base estimates are obtained through panel difference-in-difference regressions with Huber-corrected robust standard errors and country-year dummies, so our results control for time variant and invariant country characteristics and for non-observable cohort characteristics simultaneously. All regressions are performed for the total population and for males and females separately. All in all, we observe 226 episodes of change in the pooled data. We test with a series of specifications and report the models to verify the stability and consistency in the coefficient estimates. Table 3 presents the base regression for our analysis by introducing each group of variables parsimoniously. The first estimation shows a negative and statistically significant relationship between changes in school enrollment shares at USE ages for each cohort, and cohort size as measured by the fertility rate in the cohort's birth year. Similarly, as expected, there is a negative and significant relationship with changes in the (instrumented) share of LS enrolled individuals belonging to the poorest 40 percent in the income distribution, and changes in USE enrollment. Table 3 . Relation between changes in share of individuals enrolled in school at USE ages and context variables (Estimation in differences-in-differences; full LA sample) The second estimation incorporates the macroeconomic variables. According to our results, the relation between changes in enrollment and GDP per capita growth is positive, but not statistically significant. However, there is a strong negative and significant association with the inflation rate, which suggests that USE enrollment declines when instability in the economic environment increases, as would be expected.
Base Results
The third estimation incorporates labor market variables characterized by the average wage and employment levels for the 25-45 year old population in each year. Interestingly, the coefficient for the wage and employment variables are positive and statistically significant, which suggests that the positive income effect on USE enrollment derived from these variables prevails over the potential negative substitution effects (Note 25).
Finally the fourth regression includes returns to USE and to HE relative to Primary as calculated for the 25-55 age range. The sign of both coefficients is positive, as expected-with increasing returns leading to higher USE enrollment-but while statistical significance is high for returns to USE, it is only marginally different from zero for HE. The R-squared in the last regression considering all variables is about 23 percent, which indicates that the variables in question account for about one fifth of the explanation for the changes in enrollment over time. To test for the robustness of using differences in differences as a method of estimation, we conduct three alternative estimates. The first, regression (6) in Table 4 is a fixed effects OLS regression that instruments the share of individuals in the poorest 40 percent attending LS as before, and imposes less structure than in the previous estimations. The results lead to similar conclusions with the sign and statistical significance of all coefficients being similar to those in regression (5)-the only apparent difference being a negative, although non-significant, relationship between school enrollment and GDP per capita. The second is a random effects estimation that also leads to the same general conclusions-the only difference with respect to the base specification is that the coefficient for the returns to HE is not statistically significant. Finally, regression (8) replicates regression (5), but following Moffitt (1993) and Verbeek (2007) it also includes cohort dummies to account for possible composition differences across cohorts that arise because our data is from household surveys that include samples of individuals-which implies a cohort-age cell error that deviates from the true cohort-age means, and which could vary, among other things, due to changes in sample size across surveys. The central result is the high stability of the coefficient estimates. The only exception is the relation between USE dropout and HE returns, which in this case are also positive and highly statistically significant.
Estimations for Different Samples
We explore differences across genders by using regression (5) as a main point of reference (Table 5) . We estimate the base regression for each gender by using the same independent variables as in Table 3 , while the independent variable refers to only one gender at a time. In a separate regression, we use both gender-specific dependent variables and independent variables for wages, employment, and the returns to schooling. *** p < 0.01, ** p < 0.05, * p < 0.10.
The most notable result is that most of the conclusions obtained from regression (5) remain for both genders, albeit with two main differences. The first is that the coefficient for wages is not significant for female USE age enrollment, while in the case of males this remains a statistically significant influence. Employment levels however, have a positive and statistically significant effect throughout, which suggests that it is labor opportunities rather than remuneration levels that lead females to stay longer in the schooling system.
The second difference has to do with the returns to HE. The coefficients in the case of females are highly significant when using the general returns as reference, but not for the gender specific HE rewards. In contrast, in both regressions the returns to USE are highly associated with female school enrollment. Another element of interest is that for males, most variables become of higher significance when using gender (male) specific indicators, which suggests that for males, specific gender related conditions are of more significance than changes in the labor market at large, as opposed to females.
Finally, we estimate our base regression separating countries into early, transition and late dropout as per the classification suggested in Section 3 (Table 6 ). We find an interesting difference across estimations in the relation with average wages and employment shares. Specifically, the coefficients for these variables are negative and statistically significant for countries with early dropout, which suggests for this category-which mostly includes low income countries with the exception of Colombia-substitution effects related to the opportunity cost of attending school can supersede the size of the income effects of the incentives provided by the labor market for remaining in school. This is consistent with generally having higher marginal propensities to consume at lower incomes, which lead to preferring current rather than future consumption. Other less significant differences are that the coefficients for changes in the returns to HE and for the share of poor individuals accessing LS are only marginally significant in the cases of late drop out and drop out in transition, respectively. *** p < 0.01, ** p < 0.05, * p < 0.10.
Conclusions
This study implements a synthetic cohort approach to trace schooling trajectories over the life cycle of different generations over time. We find that, in spite of increasing overall school enrollment rates across the region and a more favorable macroeconomic and labor market environment during the 21 st century, dropout rates at USE ages have not only remained at high levels after about 20 years, but have even increased markedly in several countries.
We explore the possible causes of USE age dropout in the region, by focusing on three groups of factors. First, we find that increasing shares of lower income youth completing LS are significantly associated with higher USE age dropout across the region. The interpretation of this result is that with the expansion of education, more vulnerable individuals increased the student population at a time when schools were not equipped to address their particular needs. This implies a need for education expansion to be accompanied by policies such as teacher training and early childhood development to enhance schools' capabilities for receiving and retaining such youth from early ages, as part of an overall strategy to reduce USE age dropout. Another direct implication is the need for mechanisms for addressing diversity in second chance programs.
Secondly, we find that the sharp decline in inflation rates is strongly linked to higher retention. Overall this has not resulted in declines in USE dropout due to other factors interacting simultaneously. In fact, it could be argued that had the economic environment not been as stable, USE age dropout might have been larger during the 2000s. This result has implications for devising dropout reduction strategies in LA reaching beyond education policy. Specifically, it points to the utility of smoothing mechanisms-such as scholarships, short term loans, or access to the financial system for vulnerable student populations. In relevant countries, guaranteeing that education systems can respond to shocks where needed, perhaps through linkage with existing social protection mechanisms, can be an important element of support for avoiding dropout.
Thirdly, we find that positive "pull factors" associated with an income effect prevailing across the region, and mostly so for males-for females the effect of increasing employment opportunities seems to be greater than the wage level effect. We further find that in countries with early dropout, the substitution effect of "pulling" youth away from school when wages and employment opportunities are significant. Since the early dropout group is composed mainly of low income countries, it appears that substitution effects become more important at lower income levels.
These results suggest that supporting family capacities for financing schooling investments at USE ages is critical. The fact that the income effect prevails over possible substitution effects when incomes increase indicates that in general, families tend to privilege investment in human capital when they are able to do so. Interventions such as income transfers based on school attendance would be a logical policy response. A critical issue would be fine tuning scholarship programs to guarantee that income support addresses both building families' investment capacities and compensating for the opportunity cost of remaining in school (Note 26) .
Additionally, we analyze the link with education returns. As expected, we find the returns to USE positively and strongly associated to school enrollment at the relevant USE ages, although in the case of HE the picture is more mixed. One interpretation is that USE age individuals may perceive that enrollment into HE is uncertain, so the market's value of USE graduation generally influences their decisions more strongly. HE returns, however, are only a significant element in some cases. The policy implication derived from this last result is that relevance is critical for increasing school enrollment at USE ages. If USE graduation is signaled as of high economic value our estimates suggest that LA youth respond by continuing in the schooling system longer.
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